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Abstract 
This paper identifies the core factors and conditions that must be considered in generating latecomer country economic growth 
through advancing IT services and business services activity. The aim is to build a framework for understanding the links 
between industrial policy, the IT services sector, the labour market for high level ICT skills, and the education system in 
latecomer countries. Governance, policy, economic and technology factors will determine growth potential in the ICT sector. 
Government has a primary role to play in graduating workers with intermediate to high level skills, with industry playing a 
secondary but no less important role with workplace training and ongoing professional development. Given this context, this 
article argues the necessity for government to intervene in education to promote key sectors such as IT services. The capacity of
the national education and training system to produce and reproduce skilled labour is critical. A compact between industry, 
government and higher education, as well as commitment and tight coordination are needed for expansion of the ICT services 
sector. International comparative analysis of the economic growth and employment generation potential of latecomer country IT 
services sectors is important given the inclusive impact of global conditions on any industry irrespective of country location.  In 
concluding, the paper considers the options for comparative analysis between countries in the Pacific Asia and Southern Africa 
regions.
© 2010 Published by Elsevier Ltd. 
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1. Introduction 
This paper considers the need for a latecomer country to capitalize on growth opportunities in the information 
and communication technology (ICT) and services sector, and how this growth will depend on high skills. The paper 
is intended to form part of a broader comparative project with the intention of investigating the relationship between 
skills and economic growth in the ICT services sector in latecomer countries in two geographically separate regions, 
Pacific Asia and Southern Africa.
The paper addresses two general challenges currently facing all latecomer countries. The first is to find ways of 
maximizing the growth prospects of the national economy through expanding one or more sectors, and the second is 
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to devise effective means of meeting the skills needs of growing economic sectors as needed. These two challenges 
are interdependent. Achieving either one or the other will not be sufficient.  
The paper identifies the following relevant elements: size and shape of the ‘ICT sector’ (viz: electronics, 
telecommunications and IT services)(Fig 1); industrial policy that impacts on growth in IT services; production of 
high skills needs for the sector; the capacity of the education and training system to supply new ICT skills needs 
signaled by industry; and, the functioning of the relevant sectoral and occupational labour markets. In the discussion 
to follow, some attention is given to identifying the key relationships and interactions and between these elements. 
Fig 1: ICT sector production of goods and services which are consumed in other sectors of the local and global 
economy [1] 
IT Services include the following [2]: 
 IT technical consulting and support services 
 IT design and development services (applications, networks, systems) 
 Hosting and IT infrastructure provisioning services 
 Web hosting 
 Application service provisioning 
 Business process management 
 Other IT infrastructure provisioning services 
 IT infrastructure and network management services 
 Published Software 
2. Conditions Enabling Economic Growth in Latecomer Countries 
In the period leading up to and after the millennium, global capitalism has taken on characteristics that present 
opportunities for latecomer countries to ‘catch-up’ through accelerating their economic growth. After the financial 
sector crisis of 2008, in the real economy the consequence has been retarded growth in developed countries that may 
last some time. In this period, global conditions that open up the economic growth opportunity for latecomer 
countries include: rising integration of world markets, speed of capital flows, international integration of product 
and service value-chains, improved transport networks, technology based outsourcing, shifts away from US market 
dominance over the global economy and the rapid evolution of China and India as sources of competition but also of 
market opportunity. 
2.1 Growth in the IT services sector 
What are the economic growth pathways open to latecomer countries? Many have developed economically from 
resource-based economies, dependent on producing commodities sold on the world market. Such economies usually 
engage in secondary industrial activities involving some degree of beneficiation of the commodities produced 
locally, and also manufacturing linked into international value chains (eg: substantial motor vehicle manufacturing 
in Thailand and South Africa). 
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Many latecomer countries have nascent ICT sector developments. The IT services subsector has shown potential 
for growth on the back of continued global demand. Malaysia, Indonesia, the Philippines, Thailand and Vietnam 
have grown their IT services sectors competing as sources of lower-cost services that have become more attractive 
after the world economic crisis forcedorganisations to limit costs [3]. The search for niche markets in logistics and 
other back-office functions as well as services in high skills domains continues in this group.  
In identifying a suitable IT services provider, the client will consider the following five criteria: (a) skills in the 
labour market, educational system supply, language, cultural compatibility; (b) infrastructure quality; (c) data and IP 
security and privacy; (d) stable political, economic, legal, environment; and (e) cost.  The criteria (b), (c) and (d) 
refer to the environment or platform in which IT services must function. For the key criterion (a), government and 
industry education and training is of critical importance. 
2.2 Role of government 
Government’s role in supporting the growth of IT services covers a range of functions.To support continuity in 
the evolution of wider service sector activities in an economy, a number of important conditions need to be satisfied: 
access to local and foreign direct investment (FDI); sound general infrastructure (transport, electricity, wastewater, 
water, education and health facilities) widely accessible in rural and urban areas; efficient, low-cost and accessible 
ICT infrastructure; high levels of skills and adaptive capacity in the working population; high productivity in the 
labour force; and high propensity to innovate among individuals and enterprises (as may be measured by proportions 
of R&D workers in the population). Clearly, successful development of the tertiary or services sector is dependent 
on the fulfillment of many of these conditions most of which are direct responsibilities of government.  
Then there is the question of competing development priorities. Government would have to find the space in its 
overall industrial policy portfolio for some emphasis on the ICT sector and in particular IT services. Though IT 
services can contribution to growth they will not generate labour absorbtion of low skilled workers. Many latecomer 
countries face demand on the fiscus for poverty relief and for absorbing low skilled labour into employment.  
In a latecomer country, government must take a position on its role in influencing - or  directing – the path  of 
national economic development. Some governments prefer to provide space for market mechanisms to take effect. 
However, there is support for a more interventionist stance among latecomer countries. This approach implies a 
form of planning and intervention that involves the creation of appropriate conditions – or steering - through 
selective use of policy instruments in order to grow the targeted industry sectors. In Malaysia, government took an 
interventionist policy on its IT sector. The question is how to target these sectors and with what policy instruments? 
These may include: encouraging foreign investment, regulating competition, offering tax incentives, subsidizing 
production etc. Policy must also address the high skills required to supply a growing IT services sector. Different 
combinations of policy levers bring different results, leading to the question: which policy configuration has brought 
best results? 
Government needs to bring together the main role players – government, industry, higher education into a 
common commitment. A compact between industry, government and higher education, as well as commitment and 
tight coordination are needed for ICT services sustainability and growth. In addition it must be assumed that this is a 
capable state which has the capacity and resources to properly regulate and enforce the strategy in a transparent way. 
2.3 Sectoral demand for skilled labour 
Government may consider a ‘demand driven’ or ‘supply driven’ approach towards education and training policy 
for supporting ICT sector development. The first – demand driven – assumes that education and training institutions 
must respond to skills shortages in the labour market or demands as they are expressed directly by industry. On the 
other hand, the supply driven approach requires education and training institutions to generate plentiful graduate 
supply for the labour market assuming that readily available qualified graduates will themselves inject impetus into 
the business environment through becoming employed or self employed, leading to innovation and growth. The 
latter puts trust in market mechanisms and does not enable quick responses in generating skilled workers to meet 
rapidly changing IT services skills and knowledge needs. Timing is essential in finding and occupying market 
niches in the IT services industry. 
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Government will need to take on a supply driven approach in targeted sectors which is planned so that graduate 
production from higher education – or foreign labour incentivized appropriately - is available at critical times in the 
development of the IT services industry. The implication is that there must be some degree of policy coordination, 
or mismatched demand and supply will lead to unemployment and or skills shortages (Fig 2). 
Fig 2: Demand and supply of skilled labour 
There are some challenges. The shortages of high skill workers experienced in different economic sectors of 
latecomer countries, such as South Africa and Thailand are the outcome of weaknesses in the whole education 
edifice, which commonly include: low participation and completion rates; prohibitive private and social costs 
associated with senior high school and higher education; curriculum gaps at school and in higher education that limit 
employability. 
3. Selection of Case Studies 
This article is intended to provide a framework to support  international comparative analysis is based on the 
premise that the experience of countries in growing their own IT services sector(s) and supplying skills to the same 
sector(s) could be of value in other national contexts.  
Though each country is unique, their challenge is the same: to visualise and build an IT services industry that is 
competitive and generates economic growth.  Further, there are powerful market forces that apply equally across the 
globe relating especially to: first, the movement of funds in financial markets, and second the flows of foreign direct 
investment.  The third is the international movement of skilled labour and the fourth is the ongoing search for better 
technical systems and human resources. 
A range of countries from southern Africa and the Asia Pacific region were compared with reference to a set of 
key indicators (Table1). The aim was to identify countries with similar endowments for comparison. The following 
were identified: Malaysia, Philippines, Thailand, Vietnam and Mauritius and South Africa. 
Table 1: Selection of countries for case study 
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Key issues 
The focus of this article on developing a framework for analyzing the skills and education challenges for IT 
services sector development recognizes that the role of government is paramount. Firstly government as the 
custodian of education and training is responsible to ensure access to and quality of basic education. If this is 
compromised, then school leavers lack skills to further their education and are less employable, and less people 
graduate from higher education with IT skills contributing to wage escalation driven by scarcity.  
4. Discussion and Conclusion 
Clearly government has a primary role to play in graduating workers with intermediate to high level skills, with 
industry playing a secondary but no less important role with workplace training and ongoing professional 
development. Given this context, this article argues the necessity for government to intervene in education to 
promote key sectors such as IT services. 
The following key questions need further investigation: 
 What quality of school and higher education graduates can the IT services sector source? 
 What combination of industry and government initiatives and policies catalysed the evolution of the IT services 
sector? 
 How has formal or informal coordination between government, industry or higher education played a role in the 
development of the IT services sector? 
 In responding to changes in the IT services market and client needs how and where does the sector identify and 
source its skills needs? 
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